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Specialized com farms—those with at least 50 percent of their production from com 
and with at least $40,000 in total production—fared relatively well among specialized 
crop farms in 1985.  Only specialized tobacco and nursery farms had better returns on 
their gross revenues, and only specialized nursery farms were more likely to have 
positive returns on their gross revenues.  Com production is heavily concentrated in 
12 States where com specialty farms produce about 85 percent of all U.S. com sold 
off the farm. Specialized com farms in the aptly named Com Belt were the most 
prosperous.  Those in the Lake States were less prosperous than the Com Belt and 
Northern Plains farms, but they had the highest asset and equity levels of the three 
regions. 

Com sales are the largest single source of crop receipts for the U.S. agriciiltural sector at 
about 20 percent of the total. In 1985, they amounted to $16 billion. For more than 130,000 
farms nationwide, com was at least 50 percent of their value of production. These farms were 
about 15 percent of all farms which produced any com. 

This report presents information on the revenues, costs, and finances of farms with at least 50 
percent of their production from com and with at least $40,000 in total production. These 
81,600 farms, termed specialized com farms, are most affected by Government com programs 
and policies. They represent the farms that both sell the bulk of U.S. com and rely on com 
sales for a substantial proportion of their farms' income. They produced 38 percent of all com, 
whether fed on the farm where produced or not, and about half of the com not used for feed on 
the farms where produced. In turn, com production accounted for 65 percent of the value of 
specialized com farms* production. 

About 50,000 farms nationwide specialize in com but are excluded from the commercial 
specialized group because they have total agriculttiral production of less thsui $40,000.  Half of 
these farms are in the Com Belt region and are heavuy dependent on their off-farm sources of 
income. 

The information on specialized com farms is based on the 1985 Farm Costs and Returns 
Survey.  Until the next Census of Agriculture data become available (sometime after 1988), the 
Farm Costs and Returns Survey data are the only national source of farm level data. 

This report also presents general information on all farms producing com. The general 
information on all farms producing com are from the Census of Agricultiire, the 1985 Farm 
Costs and Returns Survey, and the 1985 Economic Indicators of the Farm Sector series. 

In 1982, the latest Census of Agricult\are reported that over 506,000 farms sold com for grain 
out of the Nation's 2.2 million farms.  However, only 177,000 farms had 50 percent or more of 



their sales in corn, classifying them as a com farm imder the Standard Industrial Classification 
system/ Many farms produce com mainly for feed for their own livestock operations. The 
proportion of total com production (luce other feed crops) which is fed to livestock on the farm 
where it is produced has declined over time, but it is still a large share of production. In crop 
year 1984-85, about 25 percent of com production was used on the farms where it was 
produced.  Com-producing farms may not specialize In com for other reasons, such as to reduce 
risks from crop failures or low market prices. 

About 50 percent of the farms which sold com for grain in 1982 had less than $40,000 in total 
sales (fig. 1). They accounted for less than 12 percent of all com for grain sales.  Com sales 
are much less concentrated on large farms than the total of U.S. sales.  For example, the 1.4 
percent of the largest specialty com farms (sales of $500,000 or more) accounted for 11.4 

Gmerai Terms ana Returns DêfMtÎùns 

Commercial farms produce $40,000 or more in agricultural commodities in 1 year. 

Speûialized com farms are commercial farms whose value of com production not 
usad as feed on the farm where It is produced accounts for 50 percent or more of the 
value of the farm's total crop production plus livestock commodity sales. 

Net rettmts equals gross revenue less total expenses (or costs) for the farm business, 
this measure does not include farm operator household income and expenses or 
e^qpènditures for capital items and depreciation* Thus, net returns éqtmls residual 
returm to owned inputs and own labor and management before capital replacement. 

Gross revenue equals the sum of livestock commodity sales, the value of crop 
prcKîuotion (less that fed to livestock), direct Government payments, income from 
rental of farmland, the rental value of hired laborers' dwellings, and other cash 
farm^-related income. 

Tút<a expenses are all cash variable and fixed business expenses, except for capital 
consumption, but including share rental expenses, inkind payments to hired workers, 
and purchased livestock. 

Capital expenditures are for purch^^es of Htm machinery, office machines, and 
construction costs. 

Returns margin equals net returns divided by gross revenue. This measure provides 
an indicator of how effectively gross revenues are converted to net returns. 

Return to assets equals the sum of net returns and interest expenses divided by the 
value of assets. This measure of performance represents the returns to assets, labor, 
and management before capital replacement. 

Size classes are based on the sum of the value of crop production (less that fed to 
livestock) and gross sales of livestock commodities. The categories are set at: 

$40,000 to $99,999 {small commercial farms), 
$100,000 to $499,999 (midsized commercial farms), and 
$500,000 or more (the largest farms). 



percent of com sales, compared with the 1.2 percent of all large farms accounting for about 30 
percent of U.S. agricultural commodity sales. 

Although com production is less concentrated than many other types of commodities, 
concentration in com production has been increasing. The number of farms producing com 
declined between 1974 and 1982 but the number of acres of com harvested increased. These 
changes did not occur proportionately across farm sizes. For example, the number of com 
farms in the size groups below $100,000 in sales (in constant 1982 dollars) declined between 
1974 and 1982, and the mmiber with sales of $100,000 or more Increased in size (fig. 2).  Since 
1982, acreages have been erratic, at levels both above and below the 1982 level. 

GROSS REVENUE AND NET RETURNS 

The principal shortrun mesure of financial health is net returns which, for all specialized com 
farms, was $18,700 in 1985. More than one in five of these farms had negative net returns. 
Average off-farm income was $13,600 for all specialized com farms which was 73 percent of 
the magnitude of the net returns from farming. 

Figure 1 

Most U.S. corn sales were from farms witK 
total sales of $40,000-$249,999 in 1982 
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Figure 2 

U.S. oorn production shifted to larger farms 
during 1974-82 
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Table I—Average net returns, gross revenues, and components of gross revenue for specialized corn 
farms by size class, 1985 

Size class 
Average 

net 
returns 

Average 
gross 
revenue 

Average share of gross revenue per far 

Corn Soybean 
Other : 
crops : Livestock 

Government! Other farm- 
payments : related income 

$40,000-$99,999 
$l(K),000-$499,999 
Over $500,000 

All 

—.—Doll ars    —„Percent— — : ^^^.  

11,689 
24,368 
81,112 

74,784 
213,779 
823,019 

60 
57 
65 

22 
23 
14 

4 
4 
4 

3 
6 
7 

8 
7 
9 

3 
3 
1 

18,751 151,793 59 23 4 5 7 3 

Source:  1^5 Farm Costs and Returns Survey. 



Average gross revenue ranged from about $75,000 to $823,000 over the three size classes 
depicted in table 1: small commercial farms, midsized commercial farms, and the largest 
farms. The table shows how the sources of income varied by size class. Midsized farms were 
the least specialized; com sales were the smallest proportion of gross revenue for the midsized 
commercial farms, 57 percent.  The midsized farms on average had the highest proportion of 
gross revenue from crops other than com, 27 percent.  The other crop most commonly produced 
by specialized com farms is soybeans.  In 1985, 86 percent of the specialized com farms also 
produced some soybeans (see "Combined Corn-Soybean Operations" on page 11).  The next most 
common enterprises on specialized com farms were hay (36 percent), wheat (29 percent), cattle 
(28 percent), and hogs (13 percent). 

Several trends were evident among size classes. As farm size increased, the livestock share of 
revenue increased, ranging from 3 percent for small farms to 7 percent for large farms. OtJier 
farm-related income, such as income from machine hire, declined as farm size increased. 

Eligibility for direct Government payments is generally based on a farm's usual (base) 
production level of the supported commodities.  Government programs exist for both com and 
soybeans. The 1985 programs offered both direct payments and loans for com.  Only a loan 
program was available for soybeans. Thus, the largest farms with 65 percent of their gross 
revenue from com had 9 percent of their gross revenues from direct Government payments. 
The midsized farms with a smaller share of gross revenues from com and a higher share from 
soybeans had only 7 percent of their gross revenues from direct Government payments. 

Because average net returns increase as farm size increases, comparisons of net rettims to 
gross revenues (the returns margin) or comparisons of net returns before interest expenses to 
assets (the returns/assets ratio) are more meaningful indicators of profitability. The average 
returns margin for all specialized com farms was 15.2 percent, and the average returns/assets 
ratio was 13 percent. 

Average net returns ranged from $11,700 for small farms to $81,100 for large farms.  Small 
farms had the highest percentage with positive ret\ams and the highest returns margin; large 
farms had the highest returns/assets ratio but the lowest returns margin (fig. 3).  Less than 2 
percent of all farms with negative net returns were large farms, although large farms were 
most likely to have negative net returns. 

Midsized com farms had the smallest off-farm income of the three size classes in 1985, 
$10,600,  Average off-farm income for the 
smallest farms was the highest at $16,400; 
the largest farms averaged $15,700 in 
off-farm income. Thus, off-farm income 
was fairly constant across size classes in 
contrast to farm net returns. 

Net returns for specialized com farms were 
low compared with several other 
commercial specialized crop farms.  Only 
specialized wheat, tobacco, soybean, and 
other small grains farms (sorghum, oats, and 
barley) had lower net returns (fig. 4).  Only 
specialized rice producers and specialized 
producers of other small grains had a lower 
average off-farm income.  However, the 
performance of specialized com farms was 
strong compared with other specialized crop 
farms according to two other measures: 

Figure 3 

The largest specialized corn farms had the 
highest returns to assets, lowest returns 
margin In 1985 
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Figure 4 

Specialized corn farms had 3rd higtiest returns on gross revenues among specialized 
crop farms in 1985 
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O Specialized com farms had a higher returns margin than other specialized crop farms, 
except for tobacco and niirsery farms. 

o A higher percentage of specialized com farms had positive returns than other specialized 
crop farms, except for nursery farms. 

COST STRUCTURE OF SPECIALIZED CORN FARMS 

Some prices paid for key inputs have declined since the early 1980*s, leading to lower 
production expenses.  For example, fuel expenses declined by 8 percent during 1984-85.  As 
com prices have declined, lower production expenses have provided farmers a way to increase 
their chances of surviving by containing costs. 

One way to examine farm costs is to calculate a ratio of input costs to the total value of 
production (table 2).  Cost/returns ratios of farms will differ with enterprise mix, production 
practices, and efficiency levels. We included cost/returns ratios with and without capital 
expenditures (for example, for tractors and buildings) in this analysis of the cost structure of 
specialized com farms. Because cost/returns ratios are in terms of the total value of 
production of all products of the farms, they should not be interpreted as costs per bushel of 
com. 

Specialized com farms are vinusual in that the smallest size commercial operations do not have 
considerably higher total costs ratios. Moreover, the average cost/returns ratio of the small 
commercial com farms was the lowest of the three size groups (96 cents per $1 of total 
production in 1985). The average ratio for the midsized farms was only slightly more at 97 
cents per $1 of production, and the largest farms' average ratio was $1 per $1 of production. 
However, the difference between the average cost/returns ratio of the midsized and largest 



Table 2—Average rattos of costs to value of production for specialized corn farms by size class, 
1985 

Value of total production 

Cost components $40,000- Î   $100,000- i $900,000 i        All 

Í 
$99,999 Î    $499,999 

î 
t 
i 

or more t  farmft 
î 

Cents per dolfj ir of production 

Variable crop inputs 26 23 26 25 
Pertit îzer 14 12 14 13 
Chemicals 6 5 6 5 
Seed 7 6 5 6 
Irrigation 

Variable livestock inputs 
1/ 1 1 1/ 
""2 4 3 ""3 

Fuel and suppiíes 8 7 7 B 
Labor Î 
Excluding unpaid labor 4 4 8 4 
Including estimated value 
of unpaid labor 2/ 19 12 10 16 

Marketing 5 2 2 2 
Interest 13 14 17 14 
Cap!tal-related 13 12 II 15 
Rent 25 31 26 28 
Taxes and other business costs 9 7 6 3 

All costs, excluding capital 
expenditures 96 97 100 97 

All costs, including capital 
expenditures: 
Excluding unpaid labor 103 104 106 104 
Including estimated value 
of unpaid labor 2/ 119 113 106 116 

All costs to production plus payments . 3/   94 96 96 95 

i/ Less than I cent per dollar of production. 
2/ Allowance for operator and unpaid household labor based on the average wage rate for farm 

laborers. 
3/ All costs, including capital expenditures and excluding unpaid labor estimate, to value of 

production plus direct Government payments. 

Source:  1985 Farm Costs and Returns Survey. 

farms disappears when direct Government payments are included with the value of production 
reflecting the larger farms' greater participation in Government farm programs.  Farms which 
participate in Govermnent farm diversion programs still incur some variable and fixed costs 
associated with complying with conservation requirements of the programs and forgo some 
returns from full production levels. 

S?whli?^ specialized com farms had the lowest rent, livestock, and interest cost ratios and 
the highest cost ratios for fuel, marketing, capital-related items, and taxes and general 
iSw'tl^'^S^^'.-v. "^f "^^^ized farms had an average cost ratio for rent about 20 percent 
higher th^ the other two size groups.  On average, the midsized farms rented almost 70 
1?¡^ZJÍ      ^''''^'    ^^ operated under either cash or share agreements, higher than the other oi^c groups. 

ÍÍ^ifJÍ tf tif ^""ï-'f^^ fT. ^^^^ ^^^ significantly higher hired labor and interest ratios which 
resulted m their higher total cost/returns ratios.  A much smaller proportion of the largest 
farms' labor requ^ements are met with unpaid labor than the smaller size gr(SprvS?n the 
cost for unpaid labor hours based on the average hired farm laborer wage rate is estimSed the 
labor cost ratio has the opposite trend; the largest farms have the lowest labor ratVo. S tMs 



unpaid labor estimate is included as a cost, its effect is large enougli to cause the largest famis 
to have the lowest cost/returns ratio. However, the "real" wage rate of unpaid labor wül 
probably differ from the average hired labor wage rate and will vary by farm depending on the 
alternative opportunities for unpaid farm laborers. 

FINANCIAL STRESS AND STRENGTH OF SPECIALIZED CORN FARMS 

The stream of low returns in the early and mid~1980's has resulted in high levels of financial 
stress for many commercial farmers. The higher a farmer's debts in relation to assets, tíie 
more difficulty that operator is likely to have in meeting debt service requirements. Anal3fsis 
of the financial condition of operators is based on the severity of the debt burden and on 
whether available cash-flow co\ild support full, partial, or no pasniient of debt service 
obligations. (See 'What Is Stress?" below.) 

More than one of every seven specialized com farms was financially stressed at the end of 
1985, according to the method used to categorize stress in this report (table 3). The more than 
12,000 stressed com farms (15 percent) carried a disproportionate amoimt (32 percent) of the 
$15 billion debt held by specialized com operations. 

The iM*<^)ortion of specialized com operators experiencing financial stress is nearly equal to the 
U.S. average of 16 percent for all commercial farms. Specialized com farms had the lowest 
incidence of stress of farms specializing in grain production. In addition, more than half of the, 
debt is held by about 54,000 com produces (66 percent of the total) that were fully able to 
service their debt obligations. 

What i$ StreBS? 

We considered farmers to be financially stressed if their debt burden md debt service 
met one of the f oUov^g conditions: they were technically insolvent md obviously in 
danger of financial failure; they had very high debts and could not folly service their 
interest and principal paymentsj or they had high debts and could not service any of 
their debt payment obligations. 

Debt burden is the ratio of debt to assets* It is categorized as no debt (0), low debt 
(0-^0*4 ), high debt (0.4-^.7 ), very high debt (0.7--1.0), and technically insolvent (more 
than 1*0). 

Debt service is tíie ability of f^tners to meet their cash-flow requirments, including 
interest, principal payments, and family living e^qpenses. It eqtials cash--flow plus 
interest expenses divided by interest expenses plus estimated principal payments due 
on out§tan^g loans. 

Coat-flow h gross cash farm income plus off--farm income less cash farm expenses, 
cai^tal eîcpeiiditures, and a family living allowance. 

Interest/sales rutio m measured as total interest expenses divided by total commodity 
sales* Tfc^ measure is similar to the debt/asset ratio in that it provides an indicator 
of the debt burden of an operation while controlling the comparison for size. It also 
indttcates the capability of operators to cover their interest expenses from the 
current year*s sales of commodities. 



However, there are two areas of weak financial performance behind the numbers shown in table 
3» First, about 5,000 operators with high debt (debt/asset ratio of 0.4-0.7) were able to only 
partially service debt*  Should com profits erode for this group, due to yield or commodity price 
declines (mcluding target prices), these farmers may quickly face severe financial dlfficxilties. 

Second, half the stressed operators had debts larger than the market value of their assets 
(technically insolvent). The large declines in land prices in the 1980*s are the major factor 
behind the highly stressed financial position of these 6,000 technically insolvent specialized 
com farms. Althou^ declining land values have contributed heavily to the stress of technically 
insolvent specialized com producers, inost of thoBù in business In 1985 have continued to fully 
or partially service interest and debt obligations. 

Other factors that contribute strength to specialized com operations include: 

o Three of every five have no debt, or their debts were less than 40 percent of their assets, 
as of January 1986. 

o The nearly 70,000 nonstressed specialized com operations had nearly $3 billion positive 
farm cash-now after pajring operating expenses and interest obligations in 1985, an 
average of $39,000 per nonstressed farm. 

o Between 80 and 85 percent of all specialized com operators (not^tressed and stressed) were 
able to fully or partially service debt principal and interest from farm and off-farm 
earnings in 1985. 

About 90 percent of the nearly 70,000 nonstressed farms shown in table 4 were able to fully or 
partially service their debt. This group, with an average net worth of about $325,000 per farm, 
has the financial strength to withstand possible financial reversals resulting from commodity or 
land value declines.  Although their total debt was nearly $10 billion in 1985, they depended on 
the Farmers Home Administration for less than 6 percent of their average farm debt financing. 

In contrast, the approximately 6,200 stressed farms with full or partial debt service had a 
combined net worth of -$136 million and average annual interest obligations of more than 
$50,000 per farm. This group, with about $3.5 billion debt, does not have financial reserves to 
offset substantial future declines in earnings, should they occur. 

Table 5—Fînancîalfy strong and  stressed specialized corn operations, January I, 1986 

Debt service 
category 

Futty able 
to service debt 

Partly able 
to service d^t 

Not able to 
service debt 

All 

Debt/asset ratio 

No debt 
<0) 

Low debt îHigh debt 
<0-0.4) ¡(0.4-^.7) 

Very high debt 
(0.7-1-0) 

Financiaf strength 

69,515 farms 
(85 percent of ai I farms) 
$10,304 mît lion debt 
(68 percent of alI 
farm debt)        

Insolvent 
(more than I) All 

Î 55,955 farms 
$8,285 million debt 

15,008 
0 

55,922 
$5,7^ 

FinancîaJ sfrm^^ t   15,029 farms 
î $4,952 mi I lion debt 

12,294 farms í  
(15 percent of all farms)   : 
$4,824 mí I lion debt        î 14,625 farms 
(32 percent of alt farm debt) t  $t,9IO million debt 

»9,280 
$5,328 

7,196 
$5,242 

6,205    : 81,609 farms 
$2,778    : $15,128 million debt 

Sourcei 1985 Farm Costs and ffeturns Survey. 



Table 4—Comparison of specialized corn farms by debt service ability and stress, 1985 

Item 

Nonstressed farms 

Total Per farm 

Stressed farms 

Total Per farm 

Million 
dollars 

1,000 
dollars 

Million 
dollars 

1,000 
dollars 

19,877 
695 
419 

527 
II 
7 

-136 
192 
131 

-22 
31 
21 

9,751 
505 

160 
8 

5,486 
294 

563 
47 

2,939 48 742 120 

2,543 
37 
31 

298 
4 
4 

241 
55 
59 

39 
9 
10 

571 
75 

67 
9 

1,339 
179 

219 
29 

141 17 355 58 

Fully or partly able to make timely debt 
and interest payments: 
Net worth 
Real estate interest 
Nonreal estate interest 
Debt- 

Total 
Farmers Home Administration 
Federal land bank and 
production credit associations U 

Not able to rrake debt and interest payments: 
Net worth 
Real estate interest 
Nonrea I estate interest 
Debt- 

Total 
Farmers Home Administration 
Federal land bank and 
production credit associations 1/ 

y   The Federal land bank and production credit associations are parts of the Farm Credit System. 

Source;  1985 Farm Costs and Returns Survey. 

Specialized com farms with no debt service consist of a nonstressed group with $2.5 billion net 
worth and only $8,000 annual interest pasnments per farm and a stressed group with a debt/asset 
ratio of about 85 percent (total net worth of less than $250 million). The latter group of about 
6,000 operators had ttie most difficult cash-flow position but consisted of farmers with a 
significant combined asset base that is equal to about half the asset base of all farms with fiill 
or partial debt service. The post-1985 decline in interest rates probably most benefited 
indebted specialized com farmers that were tmable to service debt obligations from farm and 
off-farm earnings. 

Socioeconomic comparisons indicate that stressed specialized com farmers tend to be younger 
and have more dependents and slightly more college education than the nonstressed group (table 
5),  Other comparisons of income, sales, and finance categories show for 1985: 

o   Stressed com farmers received direct Government payments equalling 15 percent of 
farm sales, compared with less than 11 percent for nonstressed com operators.  Direct 
payments to stressed com farmers exceeded net cash farm income, indicating the 
importance of Government programs to them.  However, com producers were less 
dependent on direct payments than specialized wheat producers who received 
Government payments that exceeded 25 percent of sales. 

o    Stressed com farmers had 40 percent less off-farm income and paid more than twice the 
interest of nonstressed com farmers. The interest/sales ratio of 40 percent for stressed 
operators is much higher than the average among stressed operators in other 
enterprises. This relationship reflects the large share of real estate m the asset base of 
stressed com farmers and the increase in interest rates on real estate loan or borrowing 
during recent years. 

o    Stressed farmers paid about 14 percent of their revenues from production as cash land 
rent, compared with about 8 percent for nonstressed farmers. 



Table 5—Characteristics of nonstressed and stressed operators of specialÎzed corn farms, 1985 

Item Nonstressed Stressed 

Operator's cha racter î st i cs: 
Ful I-tíme 
Sole proprietors 
Age less than 35 
Education, some col lege 

Number of dependents 

Income, sales, and finance: 
Off-farm income 
Direct Government payments 
Sales 
Farm cash flow 
Debt 
Net worth 
Interest 

Financial ratios: 
Interest to sales 
Capital Investment to value of production 
Purchased livestock Inputs to value of production 
Cash rent paid to value of production 
Real estate share of assets 
Farmers Home Administration's share of debt 

16 
7 
3 
8 

45 
6 

Percent 

62 67 
85 85 
22 38 
36 

Number 
40 

3.2 

Dollars 

3.8 

14,498 8,652 
10,818 13,670 

100,758 91,555 
39,033 10,073 
148,644 392,464 
323,441 8,510 
17,139 

Percent 
35,303 

40 
5 
4 
14 
40 
21 

Source:  1985 Farm Costs and Returns Survey. 

REGIONAL COMPARISONS OF CORN FARMS 

The 12 States of the Com Belt, Northern Plains, and Lake States regions account for about 85 
percent of U.S. com sales. The specialized com farms account for sizable shares of their 
region's production and even larger shares of the com production in their regions which is not 
used on the farm where it is produced as an intermediate input for a livestock enterprise. 
Specialized com farms outside of the three major com regions account for a smaller share of 
com production in these areas, only 30 percent of that available for sale. Table 6 summarizes 
key financial information about specialized com farms by region. 

Com Belt 

The Com Belt accounts for about 60 percent 
of U.S. com sales. All of the 5 States in the 
Com Belt are among the top 10 corn- 
producing States in the United States. More 
than 60 percent of all specialized com 
farms are in this region, and the Com Belt's 
specialized com farms accoxmt for about 60 
percent of the region's com production which is available for sale (not used on the farm where 
produced for livestock feed).  Half of the region's specialized com farms are in the small 
commercial size group of $40,000-$99,999 in production, and slightly less than half are in the 
midsized group.  Only 1 percent of the specialized com farms in the Com Belt have total 
production of $500,000 or more. 

10 



Combined Com^oybêm Operaticm 

More farms produce hay than any other crop. Com and soybemis are the second and 
third most commonly grovm crops on U.S. farms. In some regions, com and soybeans 
are often produced on the same farming operation because their production requires 
most of the same inputs and allows farmers to manage their risk through 
diversification. Of the 81,600 specialized com farms in 1985, 86 percent also grew 
some soybeans. The soybean production of specialized com farms amounted to about 
30 percent of U.S. production in 1985. The corn-soybean combination was most 
common in the Com Belt and Lake States where over 90 percent of specialized com 
farms also produced some soybeans. In the Northern Plains, about 70 percent of 
specialized com farms produced some soybeans. Outside of the major com regions, 
less than 50 percent of the specialized com farms produced soybeans. The 
corn-soybean combînation was somevi^at more common for midsized com farms, but 
80 percent or more of thé specialized com farms in the other two size classes also 
produced soybeans. 

On average, specialized com farms which also produced some soybeans were ia a 
financially better position in 1985 than specialized com farms which did not produce 
soybeans. Their average net returns 
were about $3,500 higher, a lower 
percentage had negative net returns, 
their returns margin was greater, and 
their retiiras on assets were greater. 
The cost/retums ratios for many of the 
production inputs were somewhat lower 
with the exception of rented land which 
was slightly higher for specialized com 
farms which grew soybeans. Com-- 
soybean farms tended to have lower 
asset and debt levels, although their   , 
debt/asset levels were about eqiml to 
com farms not producing soybeans. A 
lower percentage of com farms which 
produced soybeans were in financial 
stress in 1985 (14 percent), compared 
with specialized com farms not 
producing soybeans (22 percent). The 
table at right provides a summary 
profile of financial indicators for 
com-^soybean fam^. $mrcmi    1^5 Farm Costs ñf^é Returns Survey. 

Financial prof Me of corn-soybean farms 

indicator 
Dollars 

Average net returns 
Average gross revenue 
Average assets 
Average debt 

22,200 
151,800 
449,600 
181,300 

Percent 

6ross revenues from soybeans 
Gross revenues from direct 
Government payments 
Percent with neoative returns 
f^turns on assets 
Fieturns margin 
Stressed farms 

26.4 

6.9 
19.0 
13.9 
17.4 
13.9 

Average costs/production ratio: 
Excluding capital expenditures 
Including capital expenditures 

Ooilars 

0.95 
1.00 

The specialized farms in the Com Belt were the most financially prosperous of all regions (table 
6). The Com Belt had the highest returns/assets ratio, the lowest percentage of farms with 
negative net returr^, the lowest cost/retums ratio, and the lowest percentage of farms in 
financial stress. The following facts pertain to the specialized com farms in the Com Belt: 
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Table 6—Fînancîaî indicators of specialized corn fanr» by region, 1985 

\fem 
Corn 
Belt 

Northern 
Plains 

Lake 
States 

Other 
regions All 

Corn sales 85.569 
^ybean sates 39.507 
Gross revenues (48.268 
Government 
payments 9,676 

Capital 
expenditures i,im 
Debt 169,671 
1nterest 18,500 
Net returns 21,558 
Equ i ty 265,166 
Assets 454,856 

Returns margin 17 
Returns to assets 14 
Farms with 
negat i ve revenue 17 

Cost/returns 
ratio 2/ 99 

Debt/asset ratio 59 
Interest/sales 
ratio 16 

Corn share of 
gross revenue 
Stressed farms 

59 
12 

Dollars 1/ 

104.060 
14,589 
174.810 

73,172 
25,794 
131,206 

19,500 11,657 

10,066 
202,212 
20,068 
27,106 

244,877 
447,089 

11,875 
214,599 
21,367 
11,829 

265,609 
480,208 

Percent 

17 
13 

13 
10 

19 31 

106 
45 

110 
45 

23 31 

59 
NA 

55 
24 

H9.688 
17,994 

186,470 

88 
55 

151 

,446 
,179 
r795 

10,973 li ,248 

17,557 
256,807 
50,765 

-12,597 
469,451 
726,258 

8,858 
185,575 
19,875 
18,751 

275,999 
461,572 

-2 
5 

15 
15 

45 21 

155 
55 

104 
40 

20 19 

62 
NA 

59 
15 

NA = not avaiI able. 
y    Per farm average. 
2/ The average of alT costs (plus capital expenditures) as a f^rcentage of the value of 

production. 

Source;  1985 Farm Costs and Returns Survey. 

Over 55 percent of all specialized com farmers with negative net returns m 
1985 were in the Com Belt. The heavy concentration of financial diffictilties 
has contributed to the large land price declines in the region. 

Government pajmients were the lowest on a per farm basis in the Com Belt, 
averaging about $9,700 or 6.6 percent of gross revenues.  Over 58 percent of ail 
direct Government payments to specialized com farms went to the Com Belt. 

Crop sales other than com or soybeans were less than 2 percent of ^oss 
revenues in the Com Belt, compared with at least 6,6 percent in all other 
regions. 

The only major expense for which specialized com farms in the Com Belt did 
not have the lowest cost ratio was rent. These operators rented a larger share 
of their operated acres than the other major com regions. Almost 70 percent 
of their acres were rented in on a cash or share basis. 

Financial stress hit 12 percent of specialized com farmers in the Com Belt. 
Those farmers had an average debt of $340,000-$360,000 and an average equity 
of $5,000 or less on January 1, 1986.  High debt and very low equity have made 
these farmers very vulnerable to recent land price declines. 
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stressed farmers în this region paid an average of $55,000-$60,000 for interest 
and cash rent, double the level of finsuicially strong com farms. 

Only about 30 percent of stressed farms' assets were real estate, compared 
with 40-50 percent of the average nonstressed farms*. Thxis, financial stress 
was not simply a problem of farmers piirchasing high priced land; it was also 
related to low equity and to a cost/price squeeze where lower commodity prices 
did not permit full service of substantial debt burdens. 

Northern Plains 

Nebraska is the major com-producing State 
in the Northern Plains region; it ranked 
number three in the country in com sales in 
1985. The region accounted for 16 percent 
of U.S. com sales. About 12 percent of all 
specialized com farms are in this region. 
Their share of the region's com production 
is very similar to the specialized com farms in the Com Belt—about 60 percent. 

The specialized com farms in the Northem Plains had the highest average net 
retiOTis, $27,106, and shared the second highest returns margin of 16.5 percent with 
the Com Belt.  However, the overall financial performance of specialized com 
farms in this region was moderate in 1985, neither the best nor the worst of other 
major com regions. The following facts pertain to the specialized com farms in the 
Northem Plains: 

o       Average direct Government payments were the highest on a per farm 
basis for the Northem Plains region, averaging about $19,500 or almost 11 
percent of gross revenue. These payments, which were 70-100 percent 
higher than was typical in other regions, helped substitute for lower 
off-farm income (50 percent less than for the average U.S. specialized 
com farm). 

o       Because of their greater receipt of Government payments per farm, the 
cost/returns ratio for specialized com farms in this region declined to 
only 2 cents more than the Com Belt's when direct Government payments 
were included with the value of production. 

o       Although this region's farms paid $2,000-$4,000 lower total interest and 
rent expense than specialized farms in other regions, substantially lower 
land values resulted in debt/asset ratios about 5 percentage points higher 
than prevalent in other major com regions. 

o       The imderljring financial strength in this region is contributed by the 
70-80 percent of com farms that were nonstressed with average equity of 
$320,000-$340,000, and average debt of $125,000-$140,000 on January 1, 
1986. 
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Lake States 

The Lake States (Michigan, Minnesota, and 
Wisconsin) account for over 10 percent of 
U.S. com sales.  AH 3 States are among the 
top 10 corn-producing States in the 
country.  About 13 percent of all specialized 
com farms are located in this region. These 
farms have a smaller share of their region's 
production than do the specialized com farms in the Com Belt and Northem Plains. They 
produce less than 45 percent of the regiones com that is not used on the farm where it is 
produced for livestock feed. 

The specialized com farms in the Lake States were generally less financially prosperous than 
the other major com regions.  Only specialized com farms outside the major com regions were 
in a worse financial position.  However, the specialized com farms outside the major com 
regions had higher asset and eqtiity levels than the major com regions, while the Lake States 
had the highest asset and equity levels of the major com regions.  A major factor in the 
relatively poor financial situation of specialized com farms in this region is the imbalance 
between the debt load and the returns. The interest/sales ratio of 31 percent was the highest of 
the three regions. The following facts pertain to the specialized com farms in the Lake States: 

o        Lake States farms were the least specialized;  com sales accounted for only 55 
percent of gross revenues.  However, diversity of farm production was not due to 
livestock sales, which were only 2 percent of gross revenues.  Lower livestock 
eamings were offset by an average of $5,700 of farm-related income from such 
soTirces as machine hire and custom work services. 

o       Nearly one in four com farms was stressed (24 percent) in the Lake States. The debt 
on these farms averaged $440,000--$470,000, and these farms held half the specialized 
com farm debt in the Lake States on Janxiary 1, 1986. 

o       Farm cash income of stressed farms was -$3,000, compared with $15,000 for 
nonstressed farms in 1985, reflecting the cash-flow difficulties that were widely 
experienced in a region with the highest cost/returns relationship. 

o       Stressed com farms were larger, but a smaller proportion of their assets were real 
estate.  Stressed farmers in the region paid 50 percent more rent than nonstressed 
farmers, contributing to financial problems that were not fully offset by the 
efficiencies of larger farm size. 

FOR ADDITIONAL INFORMATION... 

Contact Mary Aheam (202/786^1807), Agriculture and Rural Economy Division, Economic 
Research Service, U.S. Department of Agriculture, Room 940, 1301 New York Avenue NW 
Washington, DC 20005-4788. 
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The fínancíal performance of farms varies significantly by type of commodity 
production, and many of the important farm commodity policy programs are relevant 
only to farms of a commercial size. USDA's Economic Research Service is publishiiig 
a series of btilletins aimed at informing those interested in the financial performance 
of commercial size farms which specialize in particiilar commodities: 

Financial Performance of Specialized Dairy Farms (AIB-519) 
Financial Performance of Specialized Wheat Farms (AIB-528) 
Financial Performance of Specialized Com Farms (AIB-529) 
Financial Performance of Specialized Cotton Farms (forthcoming) 

These reports can be purchased from the Superintendent of Documents, U.S. 
Government Printing Office, Washington, DC 20402.  Ask for the title and series 
number of the publication you want. Write to the above address for price and 
ordering instructions. For faster service, call the GPO order desk at 202/783-3238 
and charge your purchase to your Visa, MasterCard, Choice, or GPO Deposit Account. 

^U.S.' Government Printing Office : 1987 -180-917/60512 15 


